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Results in Brief 
1966 1965 CHANGE 
SALES $117,150,153 $102,847,087 $14,303,066 
Earnings before Income Taxes 9,867,816 8,661,532 1,206,284 
Income Taxes 5,030,000 4,400,000 630,000 
Per Common Share 1.63 1.43 .20 
Net Earnings 4,837,816 4,261,532 576,284 
Per Common Share 1.51 1.33 .18 
Total Dividends Paid 2,026,436 1,711,422 315,014 
Preferred 176,558 181,456 (4,898) 
Per Share 2.25 2.25 _ 
Common 1,849,878 1,529,966 319,912 
Per Share .60 50 .10 
Employees’ Compensation and Benefits 20,123,418 17,177,299 2,946,119 
Percent of Sales Dollar 17.18% 16.70% 48% 
Earnings Retained in the Business 2,811,380 2,550,110 261,270 
Depreciation Charge 1,382,718 1,278,092 104,626 
Merchandise Inventories 17,119,749 14,453,145 2,666,604 
Accounts Receivable (Net) 20,713,024 16,759,215 3,953,809 
Working Capital 29,833,866 22,198,130 7,635,736 
Common Shareholders’ Equity 25,783,302 22,883,438 2,899,864 
Per Common Share 8.35 7.46 .89 
Number of Preferred Shareholders 338 364 (26) 
Number of Common Shareholders 1,775 1,697 78 


Number of Stores at Year-End 110 106 4 


The President's Report 
To the Shareholders: 


The thirty-fifth Annual Report on the operations of 
Zeller’s Limited and its wholly-owned subsidiary com- 
panies covers the year ended January 31, 1967. The 
Company added to its past achievements in the year 
with both sales and earnings again reaching record 
levels. 


SALES 

The year’s sales totalled $117,150,153, an increase of 13.9% over the previous 
year. The annual sales of the average store was $1,065,000, exceeding one million 
dollars per store for the first time in the Company’s history. 


Included in the Company’s total sales are credit transactions of $21,874,129, 
representing 18.7% of the total and an increase of 7.6% in volume for 1966 over the 
prior year. The extent to which the Canadian shopping public has accepted the 
credit facilities to be found at all Zeller’s stores, is indicated by the 178,200 families 
who had active accounts with the Company at the year-end. 


Stores located in shopping centers again increased their proportion of the 
Company’s total volume in 1966. For the fiscal year just ended, the fifty-two stores 
located in shopping centers did 50.5% of total sales, which compares with 43.1% 
in 1965. 


EARNINGS 


The year’s net earnings after preferred dividends amounted to $1.51 per com- 
mon share compared to $1.33 in 1965. There were 3,088,380 common shares issued 
at January 31, 1967 compared with 3,068,140 one year ago. 


Total earnings before taxes, including all subsidiaries were $9,867,816 for the 
1966 fiscal year, an increase of $1,206,284 over last year’s pre-tax earnings of 
$8,661,532. Federal and Provincial income taxes required a provision of $5,030,000, 
amounting to $1.63 per common share this year. Last year the income tax provision 
was $4,400,000 or $1.43 per common share. 


As a result, net earnings came to $4,837,816 which represents an increase of 
$576,284 over last year. For the fiscal year 1966 net earnings were 4.13% of sales 
compared to 4.14% last year. 


DIVIDENDS 

Dividends of 60¢ per common share and $2.25 per share of preferred stock 
were paid to stockholders in the amount of $2,026,436 during 1966. Payment of 
dividends to stockholders amounted to 41.9% of net earnings. The Company's 
dividend record is a notable span of 26 years without interruption, while main- 
taining a history of consistent increases in the dividend rate. 


At its March 16, 1967 meeting, the Board of Directors increased the quarterly 
dividend on the common stock payable May 1, 1967 to 1744¢ per share. This is 
equivalent to 70¢ per share on an annual basis. The most recentrise in the common 
share dividend rate is the fourth consecutive year in which the dividend has been 
increased. 


FINANCIAL REQUIREMENTS SALES IN MILLIONS 


At January 31, 1967 merchandise inventories $102.8 


in the stores and the Distribution Center were 
valued at cost $2,666,604 higher than a year ago. 
The increase has resulted from the greater $86.0 
proportion of new units of the large department 
store type in the chain and is in line with the $74.0 
Company’s sales performance. $68.8 
At the year-end the instalment and 30-day 
accounts owing by the Company’s credit 
customers had increased by $4,288,927 over the 
year before. Our actual experience with de- 
linquencies and defaults continues to be excel- 


lent and well within acceptable limits. Allow- 
ances for doubtful accounts and unearned service charges are maintained 
on an adequate and consistent basis. 


The expansion programme absorbed $2,198,559 during 1966 for fixtures and store 
equipment. 


Retained earnings of $2,811,380 and depreciation charges of $1,382,718 in 1966 
provided the internal source of funds for the financial requirements noted above. 
For a number of years the Company has followed a policy of restricting its invest- 
ment in store premises to providing the fixtures and store equipment. The ten- 
year write-off period applicable to this type of investment has permitted the Com- 
pany to recover its funds through depreciation in the shortest time possible. 


During the past year it became apparent that additional funds beyond those 
generated by the internal cash flow would be necesary. With the immediate effect 


$117.2 


EARNINGS AND DIVIDENDS 


Per Common Share 


57c 


1961 


Earnings 


58c 


1962 


of providing a more permanent form of financing for the notes payable that were 
outstanding at January 31, 1966, a $6,000,000 Series ‘‘C’’ 7% Sinking Fund Debenture 
to mature November 15, 1986 was issued by the Company on November 15, 1966. 
The issue enjoyed a very strong public acceptance at par, while offering an interest 
rate at the market. The total amount required in any one year for the sinking funds 
of the Debenture Series ‘‘A’’, ‘‘B’’, and ‘‘C’’ is $520,000. 


EXPANSION PROGRAMME 
The addition of new stores and the enlargement of existing successful stores 
added 334,900 square feet to the Company’s total store area. Four new suburban 
stores were opened during 1966 at Assiniboia, Manitoba (73,100 sq. ft.), North Bay 
(56,700 sq. ft.), Sarnia (76,700 sq. ft.), and London, Ontario (90,000 sq. ft.). The 
two successful Ontario stores at Chatham and 
$1.51 Niagara Falls underwent significant extensions. 


Included in the 110 stores operated by the 
Company at the year-end were eleven large 
suburban department stores, six auto service 
centers, and four drug store units operated by 
the wholly-owned subsidiary, Zeller’s Drug 
Stores Limited. 


os 60 This year’s programme calls for 1967 to 


CELE Ge maintain the rate of capital expansion of recent 
40c years. The number of suburban department 

35c 35c 35c < : : 
stores will be increased by approximately four, 


1963 1964 1965 1966 averaging 58,000 square feet each. The enlarge- 

ment in 1967 of successful existing stores is also 

planned, as well as the rebuilding of the small store in Sydney, Nova Scotia that 
burned down on the morning of February 1, 1967. 


Our expansion and growth continues to provide many opportunities for the 
advancement of young Canadian men and women to positions of responsibility. 
To meet the manpower needs of the present and future years the Company carries 
out annual recruiting campaigns at all of the major Canadian universities. At the 
year-end men in training for future positions as store managers and executives 
numbered 228. The total number of Zeller’s employees at January 31, 1967 was 
approximately 6,400, down from our seasonal December high of 9,000. 


ORGANIZATION 


Ata special meeting of the Board of Directors on January 24, 1967 the resignation 
of Mr. John G. Curtin as President of the Company was accepted to be effective 
February 1, 1967. Mr. Curtin was elected Financial Vice-President and Treasurer of 


the W. T. Grant Company on the same date, but will continue his association with 
Zeller’s Limited as a member of its Board of Directors. An expression of apprecia- 
tion for the outstanding services rendered to Zeller’s Limited by Mr. Curtin was 
passed by the Board. During his tenure of this office that began December 1, 1963 
the Company has made the most significant progress. 


At the same meeting, the Board elected Mr. James G. Kendrick to succeed 
Mr. Curtin as the Company's President, also effective February 1, 1967. While 
greatly regretting the loss of Mr. Curtin’s services as President, the Directors of 
Zeller’s Limited take equal satisfaction in knowing that he will be followed in this 
important office by Mr. Kendrick, who has been a Director of the Company since 
1958 and who was formerly its President during the period from 1958 to 1963. 


Vice-President, Expansion and Store Manage- ee 


During 1966 other management changes CREDIT SALES IN MILLIONS 18.7% 
involving the officers of the Company were and Percentage of Company Sales ore 
approved by the Board of Directors to permit 
the Company to maintain the momentum of 
its expansion programme. Richard W. Marvell, 

ment was appointed Vice-President, Expan- 

sion and Planning. Stockwell Day, Regional ie 

Sales and Operations Manager was appointed 12.8% 

Director of Store Operations. A. Victor Rowland, 

Treasurer was appointed Director of Finance 

and Treasurer. 

CONCLUSION 

The strong public acceptance of the new 
large Zeller’s suburban stores, combined with the continuing expansion of eco- 
nomic activity in Canada encourages an optimistic assessment of the sales and 
earnings prospects for the Company in 1967. 


The Company acknowledges with gratitude the loyalty of its customers, its 
employees, its suppliers and its shareholders who thereby have made a signifi- 
cant contribution to the Company’s continuing success. 


DP fog ge OOPS, 


James G. Kendrick 


Montreal, Quebec. 
March 16, 1967. 


Zeller’s 
AND SUBSIDIAF 


Consolidated Balance She 


ASSETS 


pei ty eee 1966 
CURRENT ASSETS: EF 
Cashes... eee Pa abse coun Evie t ly (Ok ee ~$ 1,587,390 
Accounts receivable, less allowance for doubtful accounts Se 8 


$ 1,825,706 


20,713,024 


and unearned service charges (Note 1).......................... 16,759,215 
Inventories — at lower of cost or net realizable value............... 17,119,749 =. 14,453,145 
Prepaid-expenses and’ supplies: 425 2 eee eee -- 324,664 230,911 

Totalicurrent.assets.m. 5... yee 39,744,827. = 33,268,977 
SPEGIAL REFUNDABLE TAX... .uc05>...... eat eee 25: — 
PREFERRED STOCK PURCHASE FUND—cash on deposit........... 100,000  =~—*:100,000 


FIXED ASSETS — at cost: Sige eer 
BUNCE Spot. 2. Peete. ORM «5000 ala ae re 1,409,522 1,407,094 


Fixtures and Equipment... aie. «eget nc. 5 ac eta eee 15,313,936 13,271,921 
Improvements to leasehold premises.........................0 000. 8,317,046 8,187,178 
25,040,504 22,865,793 
Less accumulated depreciation and amortization............... 13,339,991 11,981,855 
11,700,513 © 10,883,938 
DANG Reo) cach Eee Se cae bo ae ae ae eee ~ 645,270 645,270 
Totalinet fixed assets) eee ae ee 12,345,783 11,529,208 
Approved by the Board: 

PETER KILBURN, Director. 

JAMES G. KENDRICK, Director. 
TOTAL 8205, aes cena ee $52,420,163 $44,898,185 


The accompanying notes are an integ 


mited 
COMPANIES 


-as at January 31, 1967 


(with 1966 figures for comparison) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES: 


ME RE RR Er Ny PER ssn Gic. va wa vice wh ck Caen teats 
emesnee Cava. WAUS Ll. 266.) ok lass os cava vp tasegbacsudoew as 
moore ano Orier Wapiities.. 5... so .ssscsccccacccsaasstussssn¥evens 
Income and other taxes (Note 5)............ 


ESOT TUITE OTIC I INTIOS. nk scdes aba ve escwudeaee been 


SINKING FUND DEBENTURES (Note 2): 
Series A, 6% maturing November 1, 1977.......................00. 
Series B, 514% maturing June 1, 1982............................... 
series C, 7% maturing November 15, 1986......................000- 


SHAREHOLDERS’ EQUITY: 
Capital stock (Note 3): 


Authorized: 
100,000 414% cumulative redeemable preferred shares 
of a par value of $50 each 


3,400,000 common shares of no par value 


Issued and fully paid: 
Bae SPITONT EL GLAS Fe oad 5s din 998 Cb RR ed Cee al 
Dee CUNTUTIOT). SII ES ic ed cos ena xno nee Oke bh aics sae eee 


Preferred stock purchase reserve (Note 4)... ...............00.0... 
Ree ETON er es stad CAV See eee ae a eae 


art of the financial statements. 


1967 


$ 500,000 
4,099,776 
2,894,435 
2,416,750 


9,910,961 


1,847,000 
5,000,000 
6,000,000 


12,847,000 


3,878,900 
3,835,236 


7,714,136 
1,121,100 
20,826,966 
29,662,202 


$52,420,163 


1966 


$ 4,250,000 
1,863,552 
2,394,250 
2,563,045 


11,070,847 


1,952,000 
5,000,000 


6,952,000 


3,991,900 
3,617,086 


~ 7,608,986 
~ 1,008,100 
18,258,252 
26,875, 38 


$44,898,185 


CONSOLIDATED STATEMENT OF 


Earnings and Earned Surplus 


FOR THE YEAR ENDED JANUARY 31, 1967 
(with 1966 figures for comparison) 


1967 1966 
ro) || Sco Se en PMR REESE Poet ey ee NEN, ok $117,150,153 $102, 847,087 
DEDUCT: 
Cost of goods sold, operating, selling 
and administrative expenses, exclu- 
sive of items shown hereunder..... $105,222,134 $ 92,319,772 
Remuneration received by directors, 
including officers who are directors. . 244,407 105,466,541 216,800 92,536,572 
11,683,612 10,310,515 
DEDUCT: 
Depreciation and amortization — 
buildings, equipment and improve- 
Mmenits: (NOLS: aera aa. er tay ae 1,382,718 1,278,092 
Debenture interest................. 477,587 1,860,305 398,752 1,676,844 
9,823,307 8,633,671 
INCOME FROMAINVESTMENTS... 22 ..... Seeeen 44,509 27,861 
9,867,816 8,661,532 
PROVISION FOR INCOME TAXES (Note 5)........... 5,030,000 4,400,000 
CONSOLIDATED NET EARNINGS FOR THE YEAR 4,837,816 Ae7p 1 532 
ADD: 
Earned surplus at beginning of the 
VON iyo a eis er 98 Oo 18,258,252 15,799,787 
Net profit or loss on disposal of fixed 
ZSS CUS caterer die hee pe yoga cae 734 (12235) 
Proceeds of stock dividend......... 26,982 13,920 
Discount or premium on debentures 
redeemed and discount on preferred 
shares purchased for redemption. . 14,667 18,300,635 (15/32) 15,810,742 
23,138,451 20,072,274 
DEDUGT: 
Dividends: 
Preferred shares................ 176,558 181,456 
COMMOniS it alesae saa ee 1,849,878 1,529,966 
2,026,436 1 a22 
Appropriation to preferred stock 
purchase reserve............... 113,000 102,600 
Commission and expenses of 7% de- 
bentureissidememere 00s ce 172,049 2,311,485 = 1,814,022 
EARNED SURPLUS AT END OF THE YEAR.........  $ 20,826,966 


$ 18,258,252 


The accompanying notes are an integral part of the financial statements. 


Zeller’s Limited 
AND SUBSIDIARY COMPANIES 


NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
JANUARY 31, 1967 


common shares of the company at prices not less 
than 90% of the average market price of the shares 
Instalment and 30-day during the month prior to that in which options 
accounts receivable..... $21,990,769 $17,701,842 were exercised. Options must be exercised not 
eet alice later than two years from date of grant and pay- 
Other accounts ment must be made in full within 10 years from the 
FECEIVADION,.~0ess4 5. : 407,466 539,126 date that any option is exercised. 


22,398,235 18,240,968 


1967 1966 


1. Accounts receivable: 


As at January 31, 1967 options had been granted on 
164,000 shares of which 88,380 shares had been paid 
for in full and issued, 61,500 shares are in process 
Allowance for of payment (including 9,660 shares for employees 


Less: 


doubtful accounts. ... 769,186 619,343 who are officers or directors) and 14,120 shares are 
Allowance for unearned covered by outstanding options which expire in 
service charges....... 916,025 862,410 May, 1967 and May, 1968 (including 1,120 shares for 


officers and directors). 

1,685,211 1,481,753 

During the year ended January 31, 1967: — 
$20,713,024 $16,759,215 2,260 preferred shares were purchased for can- 


cellation; 

20,240 common shares were issued under the 
Employees’ Stock Purchase Plan for a 
cash consideration of $218,150. 


2. Debentures are redeemable in whole or in part at 
the option of the company at any time prior to 
maturity. During the next five years sinking fund F 
payments required by the trust deeds are $47,000 4. The preferred stock purchase reserve was in- 
for the year ending January 31, 1968 and $520,000 creased during the year ended January 31, 1967 


per annum for the succeeding four years. by $113,000 appropriated from earned surplus 
relating to 2,260 preferred shares purchased for 


The company has covenanted that while any of cancellation. 
the debentures remain outstanding it will not pay 


any dividends other than stock dividends on any 5. The provision for income taxes for the year ended 


common shares of its capital stock which would 
have the result or effect of reducing the amount of 
the consolidated earned surplus of the company 
and its subsidiaries to an amount less than 
$13,000,000. 


January 31, 1967 has been made on the basis that 
capital cost allowances for income tax purposes 
exceed depreciation and amortization recorded in 
the accounts by $62,000, the related reduction in the 
provision being approximately $32,000. The net 


accumulation of such tax reductions to January 31, 
3. Preferred shares may be redeemed at 101% of 1967, after allowing for the effect of disposals of 
par value. . 7 fixed assets, amounts to approximately $817,000. 


Under the terms of the Employees’ Stock Purchase 6. Minimum annual rentals under long-term leases, 
Plan (1961), the company was authorized to grant the longest of which will expire in 1990, amount to 
to employees options to purchase up to 200,000 approximately $3,990,000. 


AUDITORS’ REPORT 


To the Shareholders of 
Zeller’s Limited: 


We have examined the consolidated balance sheet of Zeller’s Limited and subsidiary 
companies as at January 31, 1967 and the consolidated statement of earnings and earned 
surplus for the year ended on that date. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the circumstances. 


In our opinion the accompanying consolidated balance sheet and consolidated statement 
of earnings and earned surplus present fairly the financial position of the companies as at 
January 31, 1967 and the results of their operations for the year ended on that date, in accordance 
with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


Deloitte, Plender, Haskins & Sells 
March 15, 1967. Auditors. 
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Source and Disposition 


OF FUNDS 1962-1966 


WHERE FUNDS CAME FROM 


(Amounts in Thousands) 


Net Earnings from Operations .. 
Depreciation (No Cash Outlay) ..... 


Net Proceeds—5'2% Debentures 
—/ % Debentures 


Sale of Land and Buildings...... 
Issue of No-Par Value Common Shares 


Proceeds of Stock Dividend..... 


Total Funds Available........... 


HOW FUNDS WERE USED 


(Amounts in Thousands) 


Purchase of Land and Buildings. 


Purchase of Fixtures and 
[imDPFOVEINGntS 5 Gaanee a eee ae 


Cost of Surrender of Leasehold 
interest. ..24 2 ree ee 


Dividends Paid Shareholders. ... 
Preferred Shares Redeemed.... 
Redemption of Debentures..... 
Special Refundable Tax........ 


Net Change in Other Assets and 
Ela DINGS arrears eee 


Increase in Working Capital. .... 


Working Capital at Year End..... 


Total 
1966 1965 1964 1963 1962 5 Years 
$ 4,838  $ 4,262 | $ 3,064] $ 2,139 | $ 1,930 | $16,233 
1,383 1,278] 1,187] 1,148] 1,071 | $ 6,067 
hae = = = 4,940} 4,940 
5,828 ae = = = 5,828 
ee 1,140 300 633] 2,073 
218 272 138 93 56 777 
27 14 38 “ — 79 
$12,294 $5,826 | $ 5,567 | $ 3,680 | $ 8,630 | $35,997 
es — | S$. 154: SSaeenS [eS 042s SimcOs 
2,198 1,349) 1,288) 1,316] 1,134] 7,285 
ne a = 163 = 163 
2,026 1,711} 1,400] 1,249] 1,250] 7,636 
102 101 93 100 105 501 
102 211 122 131 146 712 
230 ~~ -- — 230 
7 — — 12 25 37 
$ 4,658  $ 3,372 | $ 3,057 | $ 2,980 | $ 3,302 | $17,369 
$ 7,636 $ 2,454] $ 2,510] $ 700] $ 5,328 | $18,628 
$29,834 $22,198 | $19,744 | $17,234 | $16,534 
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MERCHANDISE EXPANSION 
THAT BROADENS 


ROR OSES. 
The Cafe Fleur-de-Lys shown here is located in the 55,800 
square foot suburban department store at Hull, Quebec. The 
imaginative fixture treatment is typical of the /arge, attractive 


restaurants that are included in all new Zeller’s stores. 


x 


RIPTIONS xX jj 


One of the four Drug Stores owned and operated by Zeller’s 
Drug Stores Limited is in the 86,700 square foot enlarged 
store at Chatham, Ontario. All Drug Stores have a registered 
pharmacist on duty to provide prescription facilities and a 
complete assortment of franchise toiletries, cosmetics, and 


beauty aids. 


ih 1) 
This large and handsomely appointed Shoe Salon is to be 
found in the Company's largest and newest store, the 90,000 
square foot unit at London, Ontario. Facilities such as these 


make it possible to serve the entire Canadian family with the 
broad assortment of shoes it requires. 


CUSTOMER APPEAL 


at the new Zeller’s stores 


The importance attached to fashion at Zeller’s is welli/lustrated 
by this photograph of Ladies’ Wear departments. Spacious 
and colourful, they combine an appeal of glamour with the 
convenience of an experienced sales staff 


Modestly priced, high value costume jewellery shares space 
with a complete selection of flatware and better grade watches 
in the Fashion Accessories and Giftware departments. An 
attractive feature of the 73,100 square foot Zeller’s store in 
Assinboia, Manitoba, one of the four Zeller’s stores located 


in the Greater Winnipeg Area 


110 Stores Serving Canadians 
From Coast to Coast 


WESTERN CANADA 


Winnipeg (4) 
Moose Jaw 
Regina 
Calgary (2) 


ONTARIO 


Barrie 
Belleville 
Brantford 
Brockville 
Chatham (2) 
Cornwall 
Fort William 
Galt 
Grimsby 
Guelph 
Hamilton (2) 


QUEBEC 


Chateauguay 
Chicoutimi 


Drummondville 


Duvernay 
Granby 


Edmonton (2) 


Jasper Place 


Burnaby (2) 


Kingston (2) 
Kitchener 
Lindsay 
London (2) 
Newmarket 
Niagara Falls 
North Bay 
Oakville 
Orillia 
Oshawa (2) 


Hull 
Jonquiére 


Montreal Island (10) 


Quebec (4) 
Rimouski 


ATLANTIC PROVINCES 


Dartmouth 
Halifax (2) 
Kentville 
New Glasgow 
Sydney 


Truro 
Yarmouth 


Charlottetown 


Bathurst 


New Westminster 


‘Kamloops 


North Surrey 
Port Alberni 


Ottawa (2) 
Pembroke 
Peterborough 
Port Arthur (2) 
St. Catharines (3) 
St. Thomas 
Sarnia 

Sudbury (2) 
Toronto Area (10) 
Trenton 

Windsor 


Sherbrooke (2) 
Sept-lles 

Sorel 

St. Hyacinthe 
Trois-Riviéres 


Fredericton 
Moncton 
Newcastle 
Saint John 


ZELLER'S 


FOUNDED IN MONTREAL IN 1931 


